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AMERICAN INSTITUTE OF ACCOUNTANTS 


Annual Meeting 


Arrangements for the annual meeting 
of the American Institute of Accountants 
to be held at the Hotel Stevens, Chicago, 
October 15 to 18, 1934, are practically 
complete. 

R. F. Starkey, New York, has accepted 
an invitation to deliver an address on prac- 
tice under the federal securities act and 
the national securities exchange act at the 
opening business session on Tuesday, Octo- 
ber 16th. A. I. Henderson, New York at- 
torney, of the firm of Cravath, De Gers- 
dorff, Swaine & Wood, will follow Mr. 
Starkey and discuss the same subject from 
the viewpoint of the lawyer. Warren W. 
Nissley, New York, member of the board 
of examiners of the American Institute of 
Accountants, will speak at the meeting of 
accountancy examiners Monday evening, 
October 15th, on education for professional 
accountants. John K. Mathieson of Phila- 
delphia will lead discussion of an address 
by Arthur D. Whiteside, president of Dun 
& Bradstreet, Inc., on the morning of 
Thursday, October 18th. Other speakers 
have been announced in previous issues of 


the Bulletin. 


REGISTRATION FEE 


The committee on meetings has fixed the 
registration fee at $8 for men and $6 for 
ladies. The registration fee will include 
admission to the Century of Progress ex- 
position, group luncheons on Tuesday and 
Thursday, October 16th and 18th, the an- 
nual banquet on the evening of the 18th, 
a dinner for men on the 16th, and a dinner 
and entertainment for ladies on the same 
evening. 


ROUND-TABLE DISCUSSION 


As previously announced, no formal pro- 
gram has been arranged for Wednesday, 
October 17th. A golf tournament, visits 
to the exposition and other entertainment 
have been planned for that day. The com- 
mittee on meetings, however, has made ar- 
rangements for informal round-table dis- 
cussions for those members who would pre- 


fer to participate in such discussions rather 
than in sports or sightseeing trips. This 
part of the program is under the direction 
of Eric L. Kohler of Chicago. 


“TOASTMASTERS 


John P. Dawson, president of the IIli- 
nois Society of Certified Public Account- 
ants and chairman of the committee on 
meetings, will act as toastmaster at the 
annual banquet on Thursday evening, Oc- 
tober 18th. Edward E. Gore, past presi- 
dent of the American Institute of Account- 
ants, will act as toastmaster at the stag din- 
ner on Tuesday evening, October 16th. 


In addition to the tournament for the 
Missouri golf trophy in which all state 
societies and chapters of the Institute have 
been invited to participate, the Illinois So- 
ciety of Certified Public Accountants will 
offer prizes for low gross and net individ- 
ual scores. Players wishing to compete for 
these prizes must file individual entries 
showing their handicaps. The entry fee 
which must accompany the entry is $4.50 
for each player, which will cover cost of 
luncheon and greens fee. 

Players representing state teams in the 
Missouri trophy competition will, of course, 
be eligible for individual prizes without 
filing a special entry. 

All those who expect to play golf should 
mail their entries before October 1, 1934, 
to John A. Cooke, chairman of the golf 
committee, 105 South LaSalle Street, Chi- 
cago, Illinois. 


The committee on arrangements has 
found it impracticable to lay plans for a 
tennis tournament this year, and announces 
with great regret that competition for the 
Missouri tennis trophy must be deferred 
until another time. 

Complete information regarding reduced 
railroad fares appeared in the August issue 
of the Bulletin. 

Following is the complete program of 
business and entertainment: 
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BUSINESS PROGRAM 
Monday, October 15th 


10:00 A.M. Meeting of council (executive 
session). 

7:30 P.M. Meeting of representatives of 
state accountancy boards (open session). 

(Maurice E. Peloubet, chairman, American 
Institute of Accountants’ board of exam- 
iners, will preside.) 

Address: ‘Education for professional ac- 
countants,” by Warren W. Nissley, mem- 
ber Institute’s board of examiners. 

Discussion. 


Tuesday, October 16th 


9:30 A.M. General session. 

(John F. Forbes, president of the Institute, 
will preside.) 

Invocation. 

Welcome to representatives of foreign so- 
cieties. 

President’s address. 

Annual reports. 


10:45 A.M. Address: “Practice under the 
federal securities act and the national 
securities exchange act,” 

From the viewpoint of the accountant: 
Rodney F. Starkey. 

From the viewpoint of the attorney: 
A. I. Henderson, New York, of Cravath, 
De Gersdorff, Swaine & Wood. 

Discussion. 


12:45 P.M. Luncheon interval. 

2:00 P.M. Simultaneous round-table discus- 
sions: 

1. “How accountants can serve municipali- 
ties.” 

(Lloyd Morey,: chairman of the Institute's 
special committee on governmental ac- 
counting, will preside.) 

Speaker: Carl H. Chatters, secretary, Na- 
tional Committee on Municipal Accounting. 

Discussion leader: G. Charles Hurdman, 
chairman, committee on municipal account- 
ing, New York State Society of Certified 
Public Accountants. 

2. “The possibility of uniform accounting for 
industry.” 

(Elmer L. Hatter, vice-president of thé Insti- 
tute, will preside.) 

Speaker: Charles B. Couchman, past presi- 
dent, American Institute of Accountants. 

Discussion led by Lewis Ashman. 


Thursday, October 18th 


9:30 A.M. General session. 

Election of officers. 

Selection of 1935 meeting place. 

Other matters of business. 

10:30 A.M. Address: (Subject to be = an- 
nounced), by Arthur D. Whiteside, presi- 
dent, Dun & Bradstreet, Inc., former divi- 
sion administrator of NRA. 

Discussion led by John K. Mathieson. 

12:30 P.M. Luncheon interval. 

2:00 P.M. Address: “Revenue act of 1934,” 
by Wright Mathews, assistant to the Com- 
missioner of Internal Revenue. 

Discussion led by Frederick B. Andrews. 

4330 P.M. Meeting of council (executive 
session). 


ENTERTAINMENT PROGRAM 
Monday, October 15th 


9:00 P.M. Reception for visiting members 
and ladies. 


Tuesday, October 16th 


12:45 P.M. Luncheon for gentlemen. 
Luncheon for ladies. Entertainment for 
ladies in the afternoon. 
Stag dinner for gentlemen in the evening. 
Edward E. Gore, toastmaster. 
Dinner for visiting ladies followed by a 
theatre party or other entertainment. 


Wednesday, October 17th 


The entire day will be devoted to recreation. 

Golf events will take place at Olympia Fields 
Country Club, as follows: 

Team competition for Missouri Golf 
Trophy. 

Individual handicap tournament—prizes 
for low gross and net scores. 

For those who do not desire to go to the 
Olympia Fields Country Club for the day, 
arrangements can be made to visit the 
Century of Progress exposition. 

No evening entertainment will be arranged. 


Thursday, October 18th 


12:30 P.M. Luncheon for gentlemen. 
Luncheon for. ladies, followed by a trip 
through Marshall Field & Co., or a bridge 
party. 
7:30 P.M. Annual banquet. 
John P. Dawson, toastmaster. 
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Nominations 


The report of the committee on nomina- 
tions of the American Institute of Account- 
ants has been sent to all members with the 
official call for the annual meeting to be 
held at Chicago, October 15th to 18th. 


The committee unanimously recommends 
the election of the following members to 
the respective offices: 


PRESIDENT: 
George Armistead, Texas 


VicE-PRESIDENTS: 


John D. Cherrington, Ohio 
H. W. Hennegin, Arkansas 


TREASURER: 
Arthur W. Teele, New York 
CouNcIL FoR Five YEARS: 
Frederick B. Andrews, Illinois 
M. H. Barnes, Georgia 
Lincoln G. Kelly, Utah 
I. Graham Pattinson, California 
T. Edward Ross, Pennsylvania 
Archie MI. Smith, Louisiana 
David B. Peter, Missouri 


Councit For Four Years (to fill 
vacancies ) : 
Paul K. Knight, New York 
William R. Tolleth, Virginia 
CoUNCIL FOR 
vacancies ) : 
Charles F. Coates, Connecticut 
Robert O. Berger, Illinois 


Councit ror Two Years (to fill 
a vacancy) : 
Harry M. Jay, Tennessee 


TuHree Years (to fill 


AvuDITorRs: 


Theodore Krohn, New Jersey 
Warren W. Nissley, New York 


The members of the committee on nom- 
inations are: 


William B. Franke, New York 
Winfield Q. Sharp, Mississippi 

W. P. Hilton, Virginia 

Wayne Kendrick, Washington, D. C. 
Emil Kroeger, Minnesota 

G. V. W. Lyman, Louisiana 
Charles R. Whitworth, Illinois 


Elijah Watt Sells Scholarship Prize 


The board of examiners has awarded the 
Elijah Watt Sells scholarship prize for the 
candidate obtaining the highest grades in 
the Institute’s examinations to Max Neu- 
maier, 410 Camp street, New Orleans. 


Mr. Neumaier wrote the Institute’s ex- 
aminations before the Louisiana state board 
of accountancy in May, 1934, and received 
the highest grade of all candidates during 
the vear 1933-34. The Sells prize consists 
of $50 derived from the income of a fund 
established by Council of the Institute in 
honor of the late Elijah Watt Sells. 


Institute Represented at Meetings of 
Other Bodies 


Representatives of the American Insti- 
tute of Accountants have recently appeared 
at meetings of other accounting organiza- 
tions. 

The president and secretary of the Insti- 
tute were guests at the annual meeting of 
the Dominion Association of Chartered 
Accountants at Montreal, Quebec, Septem- 
ber 5th to 7th. 


Maurice E. Peloubet, chairman of the 
board of examiners of the Institute, at- 
tended the annual meeting of the Virginia 
Society of Public Accountants at the Cava- 
lier hotel, Virginia Beach, September 7th 
and 8th. Mr. Peloubet also spoke as a 
representative of the Institute at a meeting 
of the Philadelphia chapter of the Pennsyl- 
vania Institute of Certified Public Ac- 
countants, September 12th, on “The prepa- 
ration of proper depreciation records under 
treasury decision 4422.” 

The secretary of the Institute was a 
guest at the annual meeting of the Ten- 
nessee Society of Certified Public Account- 
ants at Knoxville, August 24th and 25th, 
and spoke at one of the business sessions 
on cooperation among accountants. 

Archie M. Smith, member of council, 
will represent the Institute at the annual 
meeting of the Texas Society of Certified 
Public Accountants, October 12th and 
13th. 

Reports of these meetings will appear in 


the Bulletin. 


q 
4 = if 
| 
4 
ti 
| 
| 3 a 
| 
| 
ye 
| 
We 


Bulletin of American Institute of Accountants 


Paul-Joseph Esquerre 


Paul-Joseph Esquerré, of New York, a 
charter member of the American Institute, 
widely known as the author of accounting 
texts, died on August 15th, at the age of 
62. He was a certified public accountant 
of New York. 

Mr. Esquerré was a native of France 
and came to this country as a young man 
with the intention of becoming a bacteri- 
ologist. He became interested in account- 
ing and, after first serving an insurance 
company as accountant, entered public prac- 
tice. During the investigation of New 
York insurance companies by Charles 
Evans Hughes, he was engaged as auditor 
and subsequently participated in similar in- 
vestigations abroad. Upon his return he 
joined the faculty of New York university, 
where he served until founding his own 
school, the Esquerré post-graduate school 
of accountancy, New York. 


Henry A. Niles 

Henry A. Niles, of New York, a charter 
member of the Institute and senior partner 
in the firm of Niles & Niles, which he 
organized in 1894, died on August 16th. 
He was 69 years old. 

Though a native of Philadelphia, Mr. 
Niles had lived for many years in New 
York. He was active in the early organi- 
zation of the profession of public account- 
ing in this country. As chairman of the 
committee on departmental methods of the 
American Association of Public Account- 
ants, predecessor of the Institute, he di- 
rected one of the first investigations into 
governmental accounting procedure. He 
served on the Institute’s special war com- 
mittee in 1917, 1918 and 1919. 

Mr. Niles was a member of the New 
York bar and was given the degree of 
Master of Laws by New York university. 
He served for two years as president of 
the New York state board of examiners 
of certified public accountants. During 
the world war period he was a member 
of the accounting committee of the council 
of national defense. Mr. Niles was a 
member of the New York State Society of 
Certified Public Accountants. 


Conference with Members of Dela- 
ware Board 


Representatives of the American Insti- 
tute of Accountants and the Delaware 
state board of accountancy met at New 
York, August 29th, to discuss general ques- 
tions related to administration of state 
C. P. A. laws. Harry J. Mack and Charles 
I. Belfint of the Delaware board met with 
Will-A. Clader, chairman of the com- 
mittee on state legislation, M. E. Peloubet, 
chairman of the Institute’s board of exam- 
iners, and the secretary of the Institute. 


Accountancy and Education 


Charles E. Mather, representative of the 
Institute on the National Advisory Com- 
mittee of Citizens, adjunct of the National 
Schoolmart and National Schoolview, spoke 
at a conference of these bodies held at New 
York, August 15th to 24th, under the aus- 
pices of the National Association of Public 
School Business Officials. 

Discussing the ideal relationship between 
modern reporting and accounting science 
and the educational system, Mr. Mather 
said that the aim of education should be to 
develop powers of thought rather than the 
acquisition of facts. 


“It should be a training of faculties of ob- 
servation, of analysis of inferences and of 
It should develop the habit of sus- 
pending judgment until it is reasonably certain 
that all the evidence is in; the habit of weigh- 
ing statements, of comparing that which is pre- 
sented as a fact with other known facts, to see 
if it is in agreement therewith; to develop 
sound judgment and the habit of questioning 
everything that you see or hear, endeavoring to 
discover the reason and the principle behind 


criticism. 


“In these days, the tendency is to avoid 
thinking. It is so easy to take for granted what 
is told to us and it is convenient for the powers 
that be, whether parents, school authorities or 
heads of governments, to say ‘this is so and 
you must believe it.’ 


“Let us train a generation of thinkers and 
train them to think on all problems presented 
to them. It will cause trouble and inconveni- 


ence but it will not develop a brain trust.” 
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“Reports to Stockholders” 


Under date of August 2nd there was 
submitted to the business advisory and 
planning council for the United States 
department of commerce a report of its 
committee on statistical reporting and uni- 
form accounting for industry, which shortly 
thereafter was made public. Copies of the 
report, entitled “Reports to stockholders,” 
are being sent with this Bulletin to all 
members and associates of the American 
Institute of Accountants. Sufficient copies 
for this purpose were furnished without 
charge by the secretary of the business ad- 
visory and planning council, with the 
thought that distribution of the report to 
the membership of the Institute would re- 
sult in wide consideration of the matter by 
those most interested in the subject with 
which the report deals. 

The fact that the report is being dis- 
tributed by the Institute does not, of 
course, indicate that it has been formally 
considered by the Institute, which is not 
in a position to express official approval or 
disapproval of the document. It is being 
circulated merely for the information of 
members. 

The committee under whose direction 
the report was prepared consists of Walter 
S. Gifford, chairman, Pierre S. du Pont 
and William A. Harriman. The commit- 
tee engaged Professor T. H. Sanders of 
Harvard University as research secretary 
to assemble material on which the report 
is based. During its preparation the com- 
mittee consulted with representatives of 
the accountancy profession including sev- 
eral members of the American Institute of 
Accountants. 

“Reports to stockholders,” which con- 
sists of 23 printed pages, deals at the out- 
set with a general discussion of the nature 
of accounting statements, the importance 
of consistent application of accounting prin- 
ciples, the possibility of uniform accounting 
and reporting practices and related mat- 
ters. It then analyzes items of the balance- 
sheet and of the income statement, offer- 
ing suggestions as to the manner in which 
they should be displayed. 

Reference is made to the recommenda- 
tions of the American Institute of Account- 
ants in its correspondence with the New 


York stock exchange, and under the head- 
ing “Auditor’s certificate” the form of cer- 
tificate approved by the Institute’s commit- 
tee and the listing committee of the New 
York stock exchange is reproduced. 

A limited number of copies of the re- 
port are available at the offices of the In- 
stitute for distribution to professional ac- 
countants without charge. Copies may also 
be obtained from the government printing 
office at Washington at a nominal charge. 


PRESIDENT’S COMMENT 


Upon publication of the Gifford commit- 
tee report, John F. Forbes, president of 
the American Institute of Accountants, 
issued to the press a statement which was 
published in various daily newspapers in 
the following form: 


“Calling it a ‘most valuable discussion of a 
subject of prime importance’ John F. Forbes, 
president of the American Institute of Account- 
ants, has advised all investors to study the re- 
port of W. S. Gifford’s committee on uniform 
accounting for industry recently submitted to 
the business advisory and planning council for 
the department of commerce. 


“‘It can not be too frequently emphasized,’ 
Mr. Forbes said in a public statement, ‘that 
investors must understand the nature of ac- 
counting statements before they can judge to 
what extent such statements may be relied 
upon. It is no less important that the public 
as a whole understand that any attempt to im- 
pose rigid uniformity of accounting upon indus- 
try would have unfortunate results for all con- 
cerned. The report of Mr. Gifford’s committee 
will do much to clarify public thought on both 
points. 


“In hearings in Washington during the past 
few years there have been frequent loose ref- 
erences to the desirability of uniform account- 
ing, and in some legislative proposals there is 
evidence that a great many people think the 
problem much simpler than it is. 


sce 


Leading accountants have often said that 
the accounting practices of public utilities and 
railroads, which are subject to governmental 
regulation and are more or less standardized 
according to groups, are less conservative than 
those of industrial corporations as a whole. 
This contention is supported by the following 
paragraphs of Mr. Gifford’s committee: 
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“‘Complete uniformity in accounting prac- 
tices throughout the whole field of business 
enterprise is often cited as 
toward which business 
strive. 


an objective 

should constantly 

Such an objective, however, even 
granting that it were susceptible of attain- 
ment, would by no means represent an ideal 
situation. To attempt now to standardize 
accounting procedures for all business would 
inevitably result in a standard far below 
the accounting practices of leading business 
concerns at the present time, and would tend 
to stifle the evolutionary progress which has 
been constantly under way in accounting for 
many years and should be permitted to con- 
tinue. Moreover, it is clear that, except for 
well-known basic principles which should 
find recognition in all accounting, the most 
effective accounting for a particular com- 
pany must be a system specifically designed 
to meet the peculiar requirements of that 
company. 

“‘A far better objective is first: the recog- 
nition, adoption and consistent application by 
all business concerns of the basic principles 
of accounting, and second: the development 
and adoption, within each reasonably homo- 
geneous field of industry, of uniform account- 
ing practice especially adapted to the needs 
of that industry. Experience has shown that 
a trade association, for example, representing 
a group of manufacturers all engaged in the 
same industry may, with full knowledge of 
that particular business, develop a system of 
accounts that will conform to these funda- 
mental principles and at the same time be 
better suited to that business than would a 
system designed for general application. 
Likewise, the experience of the interstate 
commerce commission and other regulatory 
agencies has demonstrated that, while cer- 
tain basic principles may be generally ap- 
plied, it is necessary to devise a separate ac- 
counting system for each class of public 
utility coming under their jurisdiction.’ 
“*These points have been frequently em- 

phasized by the American Institute of Account- 
ants in conversations with the New York 
stock exchange, the Investment Bankers’ Asso- 
ciation, the securities and exchange commis- 
sion and others. The accountancy profession 


will welcome the report of Mr. Gifford’s com- 
mittee as a means of increasing general knowl- 
edge of a subject whose importance has been 
widely underestimated until recently’.” 


Annual Meeting Dominion Associa- 
tion of Chartered Accountants 


The thirty-second annual meeting of the 
Dominion Association of Chartered Ac- 
countants was held at Montreal, Quebec, 
September 4 to 7, 1934. 


Private sessions of the executive com- 
mittee and council occupied the greater 
part of the first two days. On Wednes- 
day, September 5th, George C. McDonald, 
president of the Association, tendered a 
luncheon at the Montreal club to members 
of council, at which the president and sec- 
retary of the American Institute of Ac- 
countants were privileged to be present. 
Mr. and Mrs. McDonald received visiting 
members and ladies at the Mount Royai 
hotel on the evening of the 5th. 


On the morning of September 6th there 
was a business session at which the chair- 
man introduced John F. Forbes, president 
of the American Institute, and H. L. H. 
Hill, past-president of the Institute of 
Chartered Accountants in England and 
Wales, each of whom responded briefly. 
Reports of constituent societies, of council 
and of committees were presented. The 
afternoon was devoted to a golf tourna- 
ment and to a trip around the harbor for 
non-golfers and ladies, as guests of the 
Montreal harbor commissioners. <A din- 
ner dance took place in the evening. 


The following morning a paper on “The 
new Dominion companies act” was pre- 
sented by Alfred B. Shepard. At a lunch- 
eon for members and ladies, as guests of 
the Society of Chartered Accountants of 
the Province of Quebec, Mr. Hill deliv- 
ered an address. In the afternoon a paper 
on “Investigations” was presented by J. 
Gray Mundie, vice-president of the Do- 
minion Association, which was followed by 
discussion. A paper on “Some phases of 
income tax’ was read by A. P. Foster and 
was followed by discussion from the floor. 


The annual banquet of the Association 
was held in the evening of September 7th. 
Mr. Forbes responded to the toast to the 
visitors. W. C. Clark, deputy minister of 
finance of the Dominion of Canada, deliv- 
ered an address on the subject of “The 
Bank of Canada.” 
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State Boards of Accountancy 
ARIZONA 


The membership of the Arizona state 
board of accountancy for the year 1934- 
1935, as recently announced, is as follows: 

R. L. Jones, President, Phoenix. 
Arthur C. Roger, Secretary, Phoenix. 
Fred G. Lambert, Treasurer, Phoenix. 
Ken W. Davidson, Kingman. 

Claud F. Harman, Prescott. 


DELAWARE 
Harry J. Mack and Charles I. Belfint 


have recently been appointed as members 
of the Delaware state board of account- 
ancy. William J. Storey is chairman of the 
board and Mr. Belfint is secretary. 


MississiPPi 
Appointment of the Mississippi state 
board of accountancy was announced Au- 
gust 23rd. Its personnel for the coming 
year is as follows: Robert H. Crook, of 
Meridian; Dick D. Quin, of Jackson, and 
Roy Collins, of Jackson. 


Accounting under National Retail 


Code Authority 


Attention of the Institute was recently 
drawn to bulletins of the National Retail 
Code Authority, Inc., issued under date of 
May 15th and June 8th, respectively, to 
local code authorities throughout the coun- 
try 


instructed local authorities to arrange for 
audits of their books by a certified public 
accountant for the period from creation of 
each code authority to July 1, 1934. Copy 


.of the audit report was called for by the 


national code authority by August Ist. 
The subsequent bulletin, designated as 
No. 22, stated that it was not essential that 
the required audit be made by a certified 
public accountant, but that the services of 
any competent accountant would be satis- 
factory. A “balance-sheet report” was re- 
quested, signed and sworn to before a no- 
tary public by the auditor and the chair- 
man of the local code authority. Informa- 
tion called for in the report included in- 
come received from assessments and expen- 
ditures in the classifications of executive 


"The first bulletin, designated as No. 18,- 


salaries, clerical salaries, rent, telephone 
and telegrams, equipment, shopping ex- 
penses and miscellaneous. 

The contents of these two bulletins were 
discussed briefly by the secretary of the 
American Institute of Accountants and the 
director of the National Retail Code Au- 
thority early in August. It was pointed 
out that while the instructions called for 
a balance-sheet report the detailed informa- 
tion required was of a nature which would 
necessitate a statement of receipts and dis- 
bursements. This inconsistency was recog- 
nized by the director. The change in the 
requirement of an audit by a certified pub- 
lic accountant was explained on the ground 
that engagement of certified public account- 
ants was considered an unnecessary expense 
in many cases, and that in many of the 
smaller communities certified public ac- 
countants were not available for the work. 
It was pointed out that the audit report 
was to be used only for purposes of the 
national code authority, not for credit or 
any other purposes. 

The income of the local code authorities 
comes from only one source, assessments, 
and their expenditures fall into only a few 
classifications, it was said. Since the re- 
quired reports are more or less in the na- 
ture of accounting for trust funds the na- 
tional code authority deemed it sufficient 
to request a statement sworn to before a 
notary public by the chairman of the local 
code authority and any competent account- 
ant. 

The National Retail Code Authority 
had no intention, it was Said, to require a 
notarial signature in any cases in which cer- 
tified public accountants certified the re- 
quired statements. 


There has been much discussion recently 
of standardization of corporate financial re- 
ports. The fear has been felt by many account- 
ants that governmental agencies may impose, 
without knowledge of the significance of their 
action, a form of standardization which would 
be both annoying and injurious to business. 
Frederick H. Hurdman, member of the Ameri- 
can Institute of Accountants, discussed the sub- 
ject at a recent conference of the American 
Management Association. 

The Daily Reporter, Sioux City. 


? 
| 
i | 
| * 


Bulletin of American Institute of Accountants 


Registrations Under Exchange Act 


The new securities and exchange com- 
mission, headed by Joseph P. Kennedy, on 
September 4th assumed the function of 
administering the securities act of 1933 and 
the securities exchange act of 1934. The 
former had been under the administration 
of the federal trade commission. 

The commission, on August 13th, made 
public rules and regulations governing the 
registration of exchanges and the tempo- 
rary registration of securities and at the 
same time made available forms to be used 
in making these applications. 


SECURITIES EXCHANGES 


Whether applying for registration or ex- 
emption from registration, securities ex- 
changes are required under the regulations 
to furnish detailed information regarding 
their accounting and _ reporting require- 
ments of member firms. The following 
questions must be answered: 


Does the exchange require financial state- 
ments from its member firms? How frequently 
and with what notice does the exchange re- 
quire such statements? 

Must such statements be certified by an in- 
dependent certified or public accountant? 

What procedure does the exchange employ 
in checking the accuracy of such statements? 

Under what circumstances and by whom may 
exceptions be allowed to the requirements for 
such statements? 


Specimen forms of such statements are 
required to be filed by the exchange with 
its application. 


ISSUERS OF SECURITIES 


A security already listed on an exchange, 
or authorized for addition to the list, may 
receive temporary registration upon appli- 
cation by the company to the exchange, 
which, in turn, is to forward the applica- 
tion to the commission. Such registration 
will expire on June 30, 1935, or at an 
earlier date to be announced by the com- 
mission. Issuers of securities temporarily 
registered are not required to file with the 
commission any reports other than those 


which they make available to security 
holders. 


Certain special classes of securities tem- 
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porarily registered are exempt from all re- 
porting requirements. Among these are se- 
curities issued by corporations in reorgani- 
zation under the bankruptcy act or in bank- 
ruptcy or receivership, foreign governments 
and foreign corporations. Such securities 
may be registered on application by the ex- 
change instead of by the issuer. 

The closing date for applications by com- 
panies was fixed at September 15th, and 
for applications by exchanges in the afore- 
mentioned special cases at September 22nd. 

Regulations for applications for tempo- 
rary continuance of unlisted privileges were 
also published. 


Proposed Legislation 


Legislation which would restore to pub- 
lic accountants and attorneys who are mem- 
bers of the United States naval reserve the 
right to practise before the United States 
treasury department has been proposed. 
Under a treasury decision, section 109 of 
the criminal code was held to prohibit re- 
serve officers from such practice, even while 
totally inactive. H. R. 7357, which was 
passed by the house of representatives at 
the last session of congress but was not 
acted upon by the senate, would allow these 
accountants and attorneys to practise pro- 
vided they are not on active duty. 


Accountancy Twenty-Five 
Dears Ago 


EDUCATION 


“Why not let the practioners and teachers 
of accountancy get together to discuss ques- 
tions of mutual interest? The teachers are 
willing and anxious to do all they can to bring 


about uniformity and advance the profession. : 


Some are writing texts, all are trying to give 
clear scientific courses, but as yet the examin- 
ing boards have given little help in these en- 
deavors. Perhaps the teachers are at fault, 
but at any rate, whoever was to blame in the 
past, can the past not take care of itself? Why 
not let a new era dawn for the profession in 
which examiners, practitioners and _ teachers 
will work together with one end in view, the 
establishment of the profession on a truly scien- 
tific basis?” 
The Journal of Accountancy, Sept., 1909. 
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Listing Requirements of Stock Ex- 
changes 


New YorK Cursp EXCHANGE 


The listing requirements of the New 
York stock exchange which particularly af- 
fect the practice of public accountants were 
summarized in the August issue of the Bul- 
letin. A similar analysis of the require- 
ments of the New York curb exchange, 
with the headings under which they ap- 
pear in the regulations of the exchange, is 
given below: 


Requirements for Original Listing 


O. Recite the policy as to depreciation. 

T. State date fiscal year ends. 

Applications from corporations which own 
or operate mines must include: 

D. Outline the policy as to depletion. 

Applications from companies which own or 
operate oil or gas wells must recite: 

K. Recite the policy as to depletion. 


BonpDs 


An application for an original listing of 
bonds must recite all information required for 
listing stock. 


Requirements for Listing of Additional 
Amounts 


K. Recite policy as to depreciation and de- 
pletion. 
O. State date fiscal year ends. 


Requirements for Listing of Capital Stock Issu- 
able in Substitution for Previously Listed 
Shares of the Same Class 


K. Recite policy as to depreciation and de- 
pletion. 
O. State date fiscal year ends. 


Papers to Be Filed with Applications 
STOCKS 

1. Financial statements. Submit accountant’s 
report in duplicate. The accountant’s report 
submitted, or portions thereof, will be included 
as part of the listing application when the 
same is printed for distribution. 

The financial statements must be _ consoli- 
dated where there are constituent, subsidiary, 
owned or controlled companies, and in addi- 


tion, if requested, individual statements should 
be furnished for these companies as well as 
for the parent company. 


(a) Balance-sheet as of a recent date, in 
ordinary cases not more than go 
days prior to the date of applica- 
tion. 

(b) Detailed statements of income and 
profit-and-loss to the date of bal- 
ance-sheet and (in comparative 
form) for each of the three pre- 
ceding fiscal years, if the corpora- 
tion has been in existence that 
long. In the case of companies 
which are developing and have 
not reached production, a_ state- 
ment of cash receipts and dis- 
bursements from inception should 
be submitted. 

(c) Schedules must accompany the _ bal- 
ance-sheet showing a clear analy- 
sis of the following: 

Properties: How acquired. If by stock or 
cash. Give amounts of each. 

Surplus: Complete detailed analysis pre- 
pared for a number of years. Paid-in sur- 
plus, surplus arising from revaluation and 
other increases must be clearly separated from 
earned surplus. 

All other assets or liabilities which should 
properly be analyzed to clearly set forth the 
financial condition. 

The accountant’s certificate must contain a 
statement to the effect that the minutes of the 
stockholders’ meetings and board of directors’ 
meetings have been examined, and that the 
financial statements as submitted are in ac- 
cord therewith. The accountants should de- 
scribe clearly the scope of the examination 
made. 

The financial statements must be prepared 
and certified by a properly qualified practicing 
public accountant or certified public account- 
ant in good standing, not an officer, director or 
employee of the applicant corporation. The 
report must be prepared on the stationery of 
the accountant. The accountant shall submit 
to the New York curb exchange a statement 
setting forth his qualifications. 

All financial statements are submitted to the 
consulting accountant appointed by the New 
York curb exchange for approval as to form, 
substance and agreement with the require- 
ments. Any inquiries as to accounting pro- 
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cedure will be answered by him only through 
the medium of the exchange. 

5. A certified copy of the last annual report, 
if any was published, in the form in which the 
same was distributed to stockholders. 


BonpDs 
All papers required for listing stocks. 
SECURITIES OF REORGANIZED CORPORATIONS 


1. All papers required for listing stocks. 

4. Certified income and surplus account and 
balance-sheet at close of receivership, if avail- 
able. 

5. Certified balance-sheet at date of reor- 
ganization. 


For Additional Amounts 
STOCKS 


1. Nos. r and 5 of papers required for orig- 
inal listing. 


Bonpbs 


1. Nos. 1 and 5 of papers required for orig- 
inal listing. 


For Substitutions 


1. Financial statements similar in form to 
No. 1 of papers required for original listing. 
Also a statement of the adjustments to be made 
in the balance-sheet to give effect to change in 
capitalization. 

5. No. 5 of papers required for original list- 
ing. 


For Voting-trust or Stock-trust Certificates 
1. Papers required for listing stocks, where 
applicable. 


- For Certificates of Deposit 


1. Papers required for 
bonds, where applicable. 


listing stocks and 


Agreements 


2. To send to stockholders, at least ten days 
in advance of the annual meeting of the com- 
pany, an income account and a balance-sheet, 
covering the previous fiscal year; a consoli- 
dated income account and a consolidated bal- 
ance-sheet, or an income account and a balance- 
sheet of the parent company and all constitu- 
ent, subsidiary, owned or controlled companies. 


3. To furnish 
copies thereof. 

5. If the company or any subsidiary, directly 
or indirectly controlled, takes up as income 
stock-dividends received at an amount greater 
than that charged against earnings, earned sur- 
plus, or both of them, by the issuing company, 
the difference resulting from such method of 
accounting will be clearly indicated in all 
financial reports thereafter distributed. 

6. Not to make any change in depreciation 
policies as described in the application and not 
to make any substantial change in any percent- 
ages therein recited as applicable to particular 
classes of property without notifying the New 
York curb exchange and without calling at- 
tention to such changes in the next succeeding 
published report, and if this be an interim re- 
port, also in the next succeeding annual report. 

7. To furnish promptly to the committee on 
listing such further information with respect to 
the condition of the company, or of any of its 
subsidiaries, as the said committee may request. 

8. To notify the New York curb exchange 
promptly in the event of issuance of options or 
warrants to purchase stock, otherwise than 
pro rata to stockholders, and the number of 
shares covered by such options, of their terms 
and the time within which they may be exer- 
cised or of any subsequent changes therein, and 
thereafter to include this information together 
with like information as to any options in ex- 
istence at the time of approval of this applica- 
tion, so long as said options are outstanding, 
in all annual financial reports furnished to 
stockholders and in all formal published re- 
ports. 


the exchange with certified 


Questionnaire 
1ra. What accountant or accounting firm 
audits the books and accounts of the company? 
1rb. Will you inform the New York curb 


‘ exchange immediately if there is a change? 
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11c. Has any member or employee of the ac- 
counting firm any official relation with the ap- 
plicant company? 

12. Will you make copies of the audits of 
your books available to the committee on re- 
quest? 

13a. As of what date were the financial 
statements prepared which have been sub- 
mitted in support of the present listing applica- 
tion? 

13b. Has there been any material change in 
the financial condition, operations or income 
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of your company since the above-mentioned 
date? 

14. Have any other reports of a financial, 
accounting or engineering nature been made 
either on your behalf or on behalf of any 
banker or underwriting or banking group 
within the past three years? 


Requirements for Re-admission to Unlisted 
Trading 


STock 


2. The company must have established and 
continued the principle of furnishing to stock- 
holders periodical reports containing balance- 
sheets and profit-and-loss statements, certified 
to by independent accountants (in any event, 
not less than once a year). 

5. Financial statements. Balance-sheets and 
profit-and-loss statements for a period of not 
less than two years immediately preceding the 
date of application. 

g. An official copy of the latest annual re- 
port of the corporation in the form as issued 
to its stockholders. The financial. statements 
included in said annual report must have been 
prepared by a properly qualified practicing 
public accountant in good standing, and not 
by an officer, director or employee of the cor- 
poration. 

17. Furnish an agreement to submit promptly 
to the secretary’s office copies of all reports 
and notices distributed by the company to its 
stockholders. 


BonpDs 


2. The company must have established and 
continue the principle of furnishing to stock- 
holders periodical reports containing balance- 
sheets and profit-and-loss statements, certified 
to by independent accountants (in any event, 
not less than once a year). 

Balance-sheets and 
profit-and-loss statements covering a period of 


5. Financial statements. 


not less than two years immediately preceding 
the date of application. 

17. Furnish an agreement to submit promptly 
to the secretary’s office copies of all reports 
distributed by the company to its stockholders. 


The listing requirements of the Chicago 
board of trade which particularly affect the 
practice of public accountants will be sum- 
marized in a subsequent issue of the Bul- 
letin. 
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Cost Accounting under Hosiery Code 


A manual of cost accounting principles 
for the hosiery industry has recently been 
approved and issued by the hosiery code 
authority. It is introduced by the follow- 
ing statement of purpose: 


“The prime purpose of the cost principles 
presented herein is to produce individual-mill 
product costs which will be developed on a 
comparable basis and which will be used by 
the individual mills for the determination of 
selling prices. 

“Other purposes retained in mind during the 
development of this work were the following: 

“rt. To improve the general accounting prac- 
tices of the industry. 

“2. To furnish all mills with an outline of 
policies and principles so that every mill can 
make a reasonably accurate estimate of the 
cost of producing and selling any or all styles. 

“3. To provide a working basis for the mill 
to develop its analyses of expense and costs to 
any point which it may consider desirable and 
practical for its own individual requirements. 

“4. To make the principles broad and flexible 
enough so that they will not require any radical 
changes in the general accounting methods of 
the mill whose accounting is now conducted 
along conventional lines, or in those account- 
ing systems that now furnish managements 
with the necessary and ordinary information 
regarding the general of their 
mills.” 


operations 


Capital-Stock Tax Regulations 


Regulations 64 of the United States 
treasury department, relating to the capital- 
stock tax imposed on all domestic corpora- 
tions by section 701 of the revenue act of 
1934, were issued on August 27th. The tax 
thus imposed takes the place of the similar 
tax imposed by section 215 of the national 
industrial recovery act. 


Recent Publication 


The 1934 edition of the Directory of 
organizations in the field of public admin- 
istration, published by the Public Adminis- 
tration Clearing House, Chicago, has made 
its appearance. It describes approximately 
2,000 organizations interested in the im- 
provement of administration. 
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American Society of Certified Public 


Accountants 
The American Society of Certified Pub- 


lic Accountants extends a cordial invitation 
to all accountants, whether members of 
the society or not, to attend its annual 
meeting to be held at Atlantic City, Mon- 
day, Tuesday, Wednesday and Thursday, 
October 1, 2, 3 and 4. The society has 
submitted the following summary of the 
program for its meeting: 


“Monday will be largely devoted to en- 
tertainment features. “Tuesday morning 
will be given over to the business meeting 
of the state representatives. Beginning 
Tuesday afternoon there will be five pro- 
gram sessions, open to all. At the first 
session the speakers will be President Ellis 
and Lawrence William Robson, chartered 
accountant of London, who will discuss 
‘Some economic aspects of taxation.’ 


“The Wednesday morning speakers will 
be Joseph J. Klein, who will discuss ‘Pub- 
lic accounting—the most hazardous of pro- 
fessions,, and Henry H. Heimann, execu- 
tive manager of the National Association of 
Credit’ Men who will speak on ‘The 


credit aspects of the new deal.’ 


“Wednesday afternoon “The relation of 
attorney and accountant’ will be discussed 
by H. Theodore Sorg of the legal firm of 
Sorg, Duncan and Bailey, New York, and 
Julius E. Flink. This will be followed by 
Leon Henderson, of the research and plan- 
ning division, N.R.A., who will discuss the 
‘Problems of cost as relating to codes.’ 

“Thursday morning Fayette H. Elwell, 
member executive committee of the Na- 
tional Committee on Municipal Account- 
ing, will speak on the subject of ‘Munici- 
pal accounting,’ and a representative of the 
treasury department, designated by Secre- 
tary Morgenthau, will discuss several mat- 
ters in which the treasury department and 
accountants are interested. 


“Thursday afternoon a representative of 
the securities and exchange commission will 
deliver an address. This will be followed 
by a round table question forum covering 
all of the problems which have been raised 
during the meeting. 

“The Claridge hotel will be headquar- 
ters for the meeting.” 
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Accountancy and the Press 


The following are brief excerpts from 
articles mentioning the American Institute 
of Accountants which have appeared in the 
public press during recent months: 


Discussion by eminent authorities of the 
effect of the federal attempt to control the re- 
porting practices of corporations issuing se- 
curities for public consumption will be the 
feature of the forty-eighth annual meeting of 
the American Institute of Accountants, to be 
held at Chicago, October 15 to 18, it was an- 
nounced yesterday. 


The Herald Tribune, New York. 


The American Institute of Accountants and 
other professional organizations of accountants 
are united in emphatic disapproval of the prac- 
tice of bidding in competition for engagements. 
They have opposed it on the grounds that it 
is subversive of the high standards of ethical 
conduct and technical proficiency which they 
are constantly striving to maintain. 


The American City. 


Devaluation of the dollar will bring con- 
fiscation of the dollar in the guise of income 
tax unless the laws imposing such taxes are 
correspondingly modified, an article in the 
current issue of the Journal of Accountancy, 
official publication of the American Institute 
of Accountants, says. 


The Commercial Daily News, San Francisco. 


If business firms make public their account- 
ing methods, as urged by the American In- 
stitute of Accountants, each published financial 
report should state the method utilized. This 
would constitute a long forward step toward 
clearing up the entire problem of public finan- 
cial reporting. 


The Post, Boston. 


Arbitrary methods may be expected from the 
United States treasury department in admin- 
istering its new policy on depreciation allow- 
ances in income tax returns, Maurice E. Pelou- 
bet, chairman of the board of examiners of the 
American Institute of Accountants, declared 
today in the September issue of the Journal of 
Accountancy. 


The World-Telegram, New York. 
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MEETINGS AND ELECTIONS 


Minnesota 


Nine past presidents attended the thirtieth 
anniversary celebration of the Minnesota So- 
ciety of Certified Public Accountants held at 
Minneapolis on August 3. 

Herbert M. Temple, one of the founders and 
the first president of the society, was the prin- 
cipal speaker. He traced the history of the 
profession and of the society and pointed out 
that public accountants today have before them 
unlimited opportunities. 

All the past presidents were presented with 
certificates citing them for meritorious service. 


Ohio 


Members of the Cincinnati chapter of the 
Ohio Society of Certified Public Accountants 
met on August 29 to elect officers for the com- 
ing year. The new officers are: Fred G. 
Fielman, president; Abner Starr, vice-presi- 
dent, and Richard C. Kennedy, secretary and 
treasurer. Plans for the fall meeting of the 
state society, to be held at Cincinnati Septem- 
ber 20, 21 and 22 were discussed. 


Tennessee 


The third annual meeting of the Tennessee 
Society of Certified Public Accountants under 
its present form of organization was held at the 
Farragut Hotel, Knoxville, Tenn., August 24 
and 25, 1934. 


M. O. Carter, president of the society, pre- 
sided. Invocation was offered by Dr. Fred F. 
Brown. Clarence F. Holland, executive vice- 
president of the Knoxville chamber of com- 
merce, welcomed the visitors to Knoxville and 
in the course of his address made favorable 
references to the work of the Tennessee valley 
authority. H. H. Osborn, secretary, and Avis 
T. Hobbs, treasurer, presented their reports. 
Mr. Carter summarized the work of their so- 
ciety for the past year. 

John L. Carey, secretary of the American 
Institute of Accountants, was then introduced 


and spoke on the subject of co-operation among 
accountants. He pointed out that the chief 
common object of co-operation among account- 
ants during the past twenty-five years had been 
recognition of the profession by the public at 
large. During the past few years accountants 
have been widely recognized through federal 


statutes, stock exchange regulations, N. R. A. 
codes, state laws and in other ways, he said. 
Accordingly, it was suggested that the pro- 
fession devote its major attention at the pres- 
ent time to building up higher standards, both 
technical and ethical, educating the members 
of the profession and employees and the pub- 
lic at large and perfecting the structure of the 
professional organizations. 

Following the address there was a general 
discussion of the problems of competitive bid- 
ding. It was finally resolved that each chapter 
of the society should submit to the secretary 
a draft of a resolution designed to prohibit 
the practice and that the officers of the society 
endeavor to frame a resolution or rule includ- 
ing all the points brought to attention. 


In the afternooa there were no business ses- 
sions and many of those in attendance played 
golf at the Cherokee Country Club. In the 
evening there was a round-table discussion of 
treasury decision 4422, capital-stock taxes and 
other subjects. 

On the morning of the following day Harry 
M. Jay, chairman of the Tennessee State 
Board of Accountancy, delivered an address 
on the work and co-operation of the Tennes- 
see board and the Tennessee society. He out- 
lined the legislative activities of the society 
and its program for the future and emphasized 
the necessity for co-operation and for high 
standards. 


George P. Ellis, president of the American 
Society of Certified Public Accountants, was 
then introduced. His address was devoted 
chiefly to problems arising under the national 
industrial recovery act. He expressed the 
opinion that the essential features of the 
N. R. A. would become a permanent part of 
the business structure of the United States, but 
that there would be changes in administrative 
methods. He espoused self-government in 
business, with the federal government as an 
arbiter rather than as a commander. The re- 
mainder of the morning session was devoted 
to general discussion led by Hoskins Van 
Hooser. 


The afternoon was devoted to recreation. 
In the evening there was a banquet at which 
Judge Clarence Templeton acted as _toast- 
master. 
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Hilary H. Osborn, of Nashville, was elected 
president of the society, succeeding M. O. 
Carter, of Memphis. Other officers elected 
are H. Clay Jones, of Knoxville, vice-president; 
W. M. Duncan, of Nashville, secretary; and 
Hoskins Van Hooser, of Chattanooga, treas- 
urer. 


MEMPHIS 


The recently elected officers of the Memphis 
chapter of the Tennessee Society of Certified 
Public Accountants’ were installed at a meet- 
ing on August 21. They are: George A. Bone, 
chairman; Roscoe C. Clark, vice-chairman; 
John H. Rawlings, secretary, and James A. 
Matthews, treasurer. 


Texas 


The annual meeting of the Texas Society of 
Certified Public Accountants’ will be held at 
Dallas on October 12 and 13, 1934. Among 
the speakers will be Archie M. Smith, mem- 
ber of Council of the American Institute of 
Accountants; George P. Ellis, president of the 
American Society of Certified Public Account- 
ants; William Aikman, of San Antonio, and 
Lawrence Fleck, of Southern Methodist Uni- 
versity. 

Virginia 

The silver anniversary meeting of the Vir- 
ginia Society of Public Accountants was held 
on September 7th and 8th at. Virginia Beach. 
Organized and incorporated in 1909, the Vir- 
ginia society is one of the oldest organizations 
of the profession in the South. 

Lawrence E. Watson, of Norfolk, president 
of the society, presided. The meeting opened 
with a business session on the morning of 
September 7th. At the afternoon session D. W. 


Springer, secretary of the American Society 
of Certified Public Accountants, addressed the 
members on opportunities offered accountants 
under the “New Deal.” 

During the evening there was informal danc- 
ing at the Cavalier beach club. 

On September 8th there were two addresses, 
one by Maurice E. Peloubet, chairman of the 
board of examiners of the American Institute 
of Accountants. Mr. Peloubet discussed the 
relationship between local and national or- 
ganizations and told at length of the activities 
of the Institute. He described its efforts to 
protect and further the interests of professional 
accountants in the representations that it made 
to Washington during the consideration of re- 
cent federal legislation and explained the bear- 
ing that this legislation has upon the practice 
and standing of accountants everywhere. He 
also described the efforts of the Institute to 
develop service to accountants, mentioning its 
bureau of information, the preparation of 
standard examinations and other projects. 

Following his address, many questions were 
asked in open forum and there was general 
discussion of the functions of the professional 
organizations. 

The other address of this day was made by 
Raymond B. Pinchbeck, dean of the University 
of Richmond. Dr. Pinchbeck spoke on “Ac- 
countants under the New Deal.” 


The meeting was brought to a close with 
the annual banquet on the evening of the 8th. 
Again there was informal dancing at the 
Cavalier beach club. 


The committee in charge of arrangements 
for the meeting was headed by L. Dow Led- 
better, who was assisted by Emmet P. Dallas 
and George J. Waas. 


ANNOUNCEMENTS 


Smith-Ellingson-Schuldes Co., of Green 
Bay, Wis., has announced the opening of 
an office at 801 Sheridan rd., Menominee, 


Mich. 


W. J. Christian, of Birmingham, re- 
cently addressed the Birmingham real es- 
tate board on the feasibility and desirabil- 
ity of county consolidation. 


Charles F. Coates, of Hartford, Conn., 
has been appointed to a committee of the 
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Connecticut chamber of commerce to sur- 
vey and report on legislative matters that 
come before the next session of the state 
legislature. 


Henry B. Fernald, of New York, has 
recently been made chairman of a sub- 
committee of the United States chamber of 
commerce on the appraisal of natural re- 
sources. He has also been appointed to the 
committee on education of the Merchants 
Association of New York. 
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